big problem, as we shall see further on, is that Venezuela is not able to 
evaluate concretely the readiness of Guyana to reach an agreement implying 
territorial cessions because we lack a negotiating position; in other words, 
we do not know what we want. 


It is worth recalling briefly where we are coming from and where we are in 
connection with the Essequibo claim. According to the agreement in Geneva 
in 1966, Venezuela and Guyana, through a "Mixed Commission," held bilateral 
discussions for 4 years without coming to any result (the "saw got stuck in 
the groove" over the validity--or invalidity--of the Award). In 1970, the 
Port of Spain Protocol froze the matter for 12 years. In 1982 Venezuela 
refused to extend the Protocol and we returned to the Geneva Accord. Since 
then we have been waiting for the UN secretary general to choose one of 

the methods for the peaceful solution of conflicts provided for by the 

UN Charter so as to continue the process. Venezuela trusts that a pre- 
dominantly political solution be chosen, allowing the parties to seek a 
"practical" arrangement (that is, a "five and take" negotiation that will 
aot bog down in technicalities). Guyana would seem to want the same thing, 
for it knows that otherwise relations with Venezuela, relatively promising 
at present, would darken again, which is something they don't want at this 
time. 


If the UN secretary general chooses a method that once again places the 
parties face to face (such as the so-called "Contact Group"), Venezuela will 
have managed to avoid the worst, but this in itself will not define Jur 
negotiating position. President Hoyte maintained that he "would be ready to 
discuss a way out to the Atlantic for Venezuela"; the difficulty is that we 
Venezuelans do not know what "way out" we want, nor the dimensions that a 
Guyanese territorial cession would need to have in order to satisfy us in 
practice. 


As I see it, Guyanese strategy has been and is simple, consistent, and 
successful: In a first stage, between 1966 and 1970, the internal political 
weakness of the new Guyanese state forced them to assume a very intransigent 
attitude. Since the middle of the 1970's, they have become more flexible, 

so as to obtain benefits in the relationship with Venezuela without this 
leading to the cession of any territory by them. At the present time the 
Guyanese leaders are confident of their capacity simultaneously to prolong 
the discussions over the controversy and to extract positive results in 
various aspects of their relations with Venezuela, for they know that we lack 
clear objectives, a negotiating position that is even moderately coherent, and 
any concept of the costs we would be willing to pay to achieve certain 
purposes. 


Venezuela is caught in a trap that we ourselves have built: It is impossible 
that Guyana will accede by peaceful means to return to us what we are claim- 
ing; at the same time, we donnot know what the minimum is that we would be 
prepared to tolerate in the definition of a "practical solution," and there 
will always be somebody to say "All or nothing, anything else is high 
treason."" For this reason, in this area our diplomacy is drifting 

aimlessly, and nobody, no particular government, is "to blame." It is 
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everybody's problem, arising from our unrealistic way of facing international 
relations, the emotionalism that blinds us, and our contradictions (we want 
to be "in good" with the Caribbean and the Third World, and at the same 

time we claim two-thirds of a Third World nation, a colored nation that is a 
member of the UN and of the Nonaligned Group of Nations). In this matter, 
the key difficulties are within ourselves. Great courage and decisiveness 
will be required of our leaders to bring about an internal consensus on a 
negotiating position that is at the same time realistic, firm and limited. 
The other possibilities are either war (not to be discarded a priori but 

the probable costs of which for now amply exceed the possible gains), or the 
continuation of esoteric diplomacy. 
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VENEZUELA 


AD, COPEL PRESIDENTS END PARLIAMENTARY CRISIS 
Caracas EL UNIVERSAL in Spanish 20 Jun 86 p 1-13 
[Article by Alirio Bolivar] 


[Text] The talks between the presidents of the Democratic Action and the 
COPEI had an immediate effect, and beginning was made in finding a means of 
resolving the parliamentary crisis. 


The parliamentary faction of the main opposition party voiced its hope that 
the Chamber of Deputies will begin its work again next week with a view to the 
approval of a complex of pending laws. 


Dr Abdon Vivas Teran admitted that a path had been cleared toward the 
resolution of the crisis after talks were held by Dr Gonzalo Barrios and Dr 
Godofredo Gonzalez. 


"The presidents of the AD and the COPEI blazed a trail which, if properly 
followed, may lead to an overall, equitable and healthy solution for the 
institutions which have suffered due to this clash between the opposition, 
acting unanimously, and the government,” this Social Christian leader added. 


He said that since the beginning of the crisis, the COPEI has held the view 
that defense of the right of minorities to express their views and the right 
of the parliament to exert control over the public administration must not be 
minimized by anyone. However, this did not prevent him from stating at the 
same time that the main opposition party has a very open approach now toward 
conciliation and possible settlement. 


Vivas Teran hopes for an overall solution to the crisis, and he would urge the 
legislature to get to work and to resolve the impasse resulting from the 
motion to censure the president of the Permanent Control Commission, Deputy 
Paciano Padron. 


The head of the Social Christian parliamentary faction also hopes that in the 
end, both the Democratic Action and the government will be forced to accept 
the sensible thesis, which would prohibit the violation of minority rights and 
would seek a means of ensuring that the controlling authority, which the COPEI 
believes should be properly regulated, can be fully operative. 
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“The sensible thing is to seek a solution whereby a deputy would not be 
subject to disciplinary penalties for launching an investigation of an 
administrative nature based on definite evidence." 


He was asked if he agreed with Dr Gonzalo Barrios that the parliamentary 
crisis was ridiculous. P 
4 

“In my opinion, the debate was justified, because an effort was being made to 
impose a means of coercing deputies, in violation of the consti ion and the 
laws. The minority, acting as the coordinator of the oppositic.i, made use of 
every means to prevent the imposition of a censureship motion which was an 
unsuitable, irregular and inimical, as well as arbitrary, procedure. It is my 
hope that the crisis will be resolved as soon as possible,” he responded. 
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VENEZUELA 


AD, CONGRESSIONAL OPPOSITION DECLARE TRUCE 
Caracas EL UNIVERSAL in Spanish 20 Jun 86 p 1-13 


[Article by J.V.] 


[Text] The Democratic Action and the opposition agreed upon a truce yesterday 
in the exhausting war being waged in the parliament in connection with the 
motion to censure the president of the control commission, Paciano Padron, 


This agreement was reached at a meeting of the General Commission of the 
Chamber, attended by the deputies’ officers and the heads of the parliamentary 
factions, as well as the president of the congress, Reinaldo Leandro Mora, who 
was especially invited to attend. 


The conditions which will govern the truce are, generally speaking, the 
following: without abandoning their respective positions as to the reasons 
for the clash, the parliamentary factions represented in the Chamber agreed to 
intersperse sessions of debate on the Padron case, in reality the issue of 
denunciations of irregularities in the distribution of milk to the people, 
with the discussion of various pending priority draft laws, as well as other 
subjects of primary interest, such as the university conflict. 


In order to achieve these goals, the General Commission agreed that the 
Chamber will meet from Monday to Friday, in the morning and the afternoon, in 
order to attempt to deal with all the pending matters without requiring 
recourse to an extension of the sessions, although this possibility has not 
been excluded, either. 


On tthe other hand, it was agreed to appoint a special commission, made up 
essentially of the leaders of the parliamentary factions, who will act with 
goodwill as mediators to find a solution to the conflict which threatens to 
paralyze our national universities. 


The most important factors which led to the truce established included the 
public concern about the fact that the congress has neglected its legislative 
functions because of the excessively quarrelsome political attitudes. 


There was also talk of the consensus existing in the Chamber on taking up the 
discussion of draft laws such as the amendment of the Federal District Law, 

















amendment of the BANAP Law, the Labor Conditions and Environment Law, partial 
amendment of the Law on the Environment and the amendment of the Central Bank 


However, some leaders of leftist factions reiterated their specific rejection 
of the statements made by Senator Gonzalo Barrios and other AD and COPEI 
spokesmen in the Chamber in the morning, arguing that a debate in defense of 
the controlling authority of the congress could not be viewed as something 
discrediting that body, and that in any case, the issue involved is the 
perquisites of parliamentary office, 


among others, it was Proposed in the Chamber by Deputy Orlando 
(Independent-MAS), one of the most vehement Speakers in the debate on the 
irregularities in the distribution of powdered milk, and the author of the 


Another incident meriting note is the fact that while the proposal for 
convoking a session of the General Commission in order to reach a truce was 
being debated in the Chamber, Deputies Gonzalo Perez Hernandez (MIN) and 
Federico Ramirez Leon were engaged in a verbal exchange so violent that it was 
feared that they might come to blows at any moment. 


The impasse developed when Perez Hernandez spoke in Support of the proposed 
truce, but took the Opportunity to blame the AD for what he called a 
ridiculous Situation, adding that the CEN of that party was exerting pressure 
to conceal the “criminal manipulations of the party.” 


The head of the AD bench, Carlos Canache Mata, responded to this with a 
furious and categorical denial of what Perez Hernandez had said and a request 
that, in accordance with the Chamber regulations, these epithets be struck 
from the daily record of debates. 


Perez Hernandez countered with a reassertion of what he had said before, 
whereupon Federico Ramirez Leon approached his fellow parliamentarian's seat 
and a violent discussion ensued. 
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VENEZUELA 


AD SUPPORTS ADMINISTRATION'S PLAN TO REDUCE 1987 DEFICIT 
Caracas EL UNIVERSAL in Spanish 30 Jun 86 p I-14 
[Article by Jorge Villalba] 


[Text] The National Executive Committee (CEN) of Democratic Action agreed 
yesterday to support the government in its efforts to close the fiscal gap 
projected for 1987 by expanding the capacity of the Central Bank of Venezuela 
(BCV) to finance public spending, and through other means planned by the 
executive branch. 


In this regard, it was decided that the majority in Congress will vote for the 
proposed reform of the Central Bank of Venezuela Act, which will increas his 
entity's ability to absorb public bonds amounting to as much as 40 percent of 
the nation's average annual income. This would give the administration an 
extra margin of more than 30 billion bolivares to make up for the fall in oil 
earnings. 


It was also agreed that the AD congressional delegation will support the bill 
that would create the Exchange Compensation Fund, which authorizes the 
executive branch to float bonds for the debt in foreign currency to pay off 
the private debt. AD also voted to back the administration's proposal to draw 
up a memorandum of agreement which will be sent to Congress to close out the 
settlement of the petroleum nationalization claims. Thus, the government will 
obtain in compensation over 1.6 billion bolivares from the Guarantee Fund of 
the former petroleum concessionnaires. 


These and other decisions were made at the meeting held yesterday at the 
presidential residence La Guzmania, in Macuto. President Jaime Lusinchi was 
present along with the Democratic Action CEN and most members of the Executive 
Cabinet. 


The meeting, which lasted into the late afternoon (with a break to enable 
participants to see the final game of the World Soccer Cup and to have lunch), 
began with a speech by President Lusinchi and another by AD President Gonzalo 
Barrios. The latter presentation was very scintillating, according to some of 
the participants. Other speakers were Finance Minister Manuel Azpurua, 
Development Minister Jose Angel Ciliberto, Agriculture Minister Felipe Gomez 
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Alvarez, Secretary f the President's Office Carmelo Lauria, and Minister of 
Basic Industries He. .an Anzola. 


In the final portion of the meeting, the agenda of the AD National Political 
Committee (CPN) was outlined, and there was some discussion of the political 
reforms proposed by the COPRF. Key AD leaders have reservations about these 
reforms, contending that conditions are not right for all of these innovations 
to be implemented immediately. This was conveyed to COPRE President Arnoldo 
Jose Gabaldon, who also attended the gathering in Macuto. 


Deficit: BCV Financing or More Taxes 


One of the most important points studied at La Guzmania was the budget deficit 
for fiscal 1987. Conservative estimates peg that deficit at 15 billion 
bolivares, although it could go as high as 25 billion. 


It was felt that expanding the capacity of the Central Bank to finance public 
spending through greater absorption of indebtedness bonds is one of the few 
feasible short-term solutions to the budget shortfall. According to one 
participant in the meeting, the other immediate alternative would be to raise 
some taxes, but that measure was deemed inappropriate at this time. 


As for COPEI's comments on this reform and the warning that it could lead the 
country's economy down the path followed by Argentina and Uruguay, due to the 
abuse of unbacked currency issuances, Reinaldo Leandro Mora, president of the 
Congress and vice-president of AD, stated that the economies and the 
Situations are quite different. 


According to Leandro Mora, the fact that a 40-percent ceiling has been 
proposed for the BCV's absorption of bonds does not mean that all of that 
Capacity will be utilized. He also indicated that in any event, what matters 
is the ultimate use of those funds; in other words, they must be used wisely. 
The reason the reform is necessary, he went on, is that the country must be 
protected from a risky situation resulting from the decline in earnings. 


"These radical comparisons," he commented in response to COPEI's reference to 
the countries of the southern cone, "are not the most sincere... They 
ignore the individual characteristics of Venezuela's economy and its 
Situation, which are quite different from what is going on in those 
countries." 


"Personally, I favor passage of this reform in the final days of this 
session,” he added, regarding COPEI's request to postpone the matter. 


Nationalization Claims: Most Difficult 


Another point that was carefully studied at the AD-government meeting was the 
petroleum natior alization claims. 


In addition to noting that it is very unlikely that the Supreme Court will 


rule in favor of the nation, Dr Gonzalo Barrios stated that even if Venezuela 
did win in court, it would be even more difficult to obtain a lien on the 
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property of U.S. companies in that country's courts. Another point that 
should be considered is the cost of a trial in U.S. courts and the attorney's 
fees Venezuela would have to pay to have its interests represented there, with 
very little likelihood of any return on the investment. 


In this respect, the government party supports the idea of a memorandum of 
agreement with the defendant companies. Such a memorandum would be submitted 
to Congress for its approval as a contract in the national interest. 


Support will be sought among the other majority political forces, but if it is 
not obtained, said an AD spokesman, "we will take the historic responsibility 
of settling the claims for the country." 
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VENEZUELA 





FEDECAMARAS , COPEI ON REFORM OF BCV LAW 
FEDECAMARAS Viewpoint 
Caracas EL NACIONAL in Spanish 30 Jun 86 p D-11 


[Text] Inthe view of Carlos Ramirez Machado, first vice-president of the 
Venezuelan Federation of Associations and Chambers of Commerce and Industry 
(FEDECAMARAS), the bill to reform the Central Bank of Venezuela (BCV) Act 
appears to be an attempt by the government to solve the problem of the deficit 
in the next few years without taking into account that it is better to adjust 
current spending. 


Ramirez Machado stated that opening up the possibility of the BCV's issuing as 
much as 40 billion bolivares in public indebtedness bonds will exert 
inflationary pressures with unforeseeable consequences. 


"If Congress does not have absolute control, something which the Democratic 
Action AD majority does not provide for, the administration could put a 
very dangerous amount into circulation, and could unleash the galloping 
inflation that the countries of the Southern Cone have had to contend with in 
recent years." 


The business leader pointed out that the current provision regarding the bonds 
may call for a small amount, but the total will rise to an exceedingly 
dangerous level if it multiplies under the proposed reform. 


The first vice-president of FEDECAMARAS indicated that it is important to 
understand that expanding the Central Bank's capacity should be done in a 
moderate manner to allow it to intervene in the market more than it does at 
present, but without reaching the extremes that have been proposed in this 
reform bill. 


When he mentioned the adjustment of current spending, Ramirez Machado said 
that this should make it possible to run the economy in a healthier way that 
will teach Venezuelans to live within the limitations of the current 
situation, and not continue down the path of fiscal disaster. 


As for the legislative motion to create an Exchange Compensation Fund, he said 
that it could be positive, in his opinion. 
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"What we do not find positive is the replacement of the nationalization claims 
of the hydrocarbons industry with claims of the Compensation Fund." 


He said that Venezuela should take the claims all the way to the Supreme Court 
of Justice. Otherwise, it would appear to be abandoning a position that the 
country has always considered legal, and would change it without knowing the 
real reasons behind the decision. 


He stressed that Venezuela should solve the matter of the petroleum 
nationalization claims in the Supreme Court and continue to pursue its case. 


COPEI Viewpoint 
Caracas EL NACIONAL in Spanish 30 Jun 86 p D-11 
[Article by Jorge Villalba] 


[Text] COPEL has warned the government that the proposed reform of the BCV 
Act will have very serious consequences for the country's economic and social 
life, and has requested that the congressional debate be postponed so that 
other alternatives can be sought. 


The new legal instrument being studied by Parliament was analyzed yesterday by 
a technical-political team of Social Christians, comprised of Secretary 
General Eduardo Fernandez; Chamber of Deputies President Leonardo Ferrer; the 
chief of the congressional delegation, Abdon Vivas Teran; the COPEI spokesmen 
on the Finance Committees of the Chamber and the Senate, Luis Enrique Oberto 
and Valmore Acevedo Amaya; former Ministers of Energy and Mining Hugo Perez La 
Salvia and Jose Ignacio Moreno Leon; and former BCV Directors Jose Ange] 
Velasquez and Francisco Faraco. 


Eduardo Fernandez took advantage of a break in the meeting to report to the 
press the position COPEI has taken on the reform of the BCV Act. The Social 
Christians believe that this reform would pave the way toward the 
Argentinization or Uruguayization of our economy at precisely the wrong time. 


In this regard, the COPEI secretary general expressed his hope that the most 
serious and responsible sectors of AD will listen carefully to these arguments 
and bear them in mind today during the meeting between the president of the 
republic and the party's executive committee, along with the economic cabinet. 
The meeting will be held at the presidential residence in Macuto, La Guzmania, 
and this issue will surely come up. 


More Money, Less Autonomy 


"In the name of the highest interests of the nation," Eduardo Fernandez began, 
"COPEL patriotically urges the government and the parliamentary majority not 
to ram through bills with extremely serious consequences for the country's 
economic and social life in the 5 days that remain in this congressional 
session." 
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He emphasized three of these bills in particular: the reform of the BCV Act, 
the Organic Law of the Exchange Compensation Fund, and the Accident Prevention 
and Work Environment Act, which in his party's view should be carefully 
studied. 


For this purpose, he announced, the green party is willing to reach an 
agreement with the government party to defer discussion of these bills until 
the second session of this year, which begins on 1 October. The Finance 
Committee would remain active during the recess in order to conduct a broad 
national consultation on the impact these measures would have on the country's 
economy. 


He indicated that his party is also willing to vote for a delay in the 
congressional deliberations, which would allow for the calm evaluation of the 
delicate issues that are at stake. Another possibility would be to hold a 
special session. 


With regard to the reform of the BCV Act, Eduardo Fernandez stated that two 
extremely important proposals are being made: 


"The Central Bank would lose its autonomy in the orientation of monetary 
policy with the passage of an article that allows the president of the 
republic to remove the BCV president with complete freedom. This practice is 
certainly contrary to the norms that govern all central banks in the world." 


"In the second place, however, what is far more serious," he went on, “is the 
danger of using the Central Bank as a means for eliminating the budget deficit 
by printing money with no backing. In other words, the Central Bank would 
become a money printing machine, with no support from the country's productive 
apparatus." 


The COPEI secretary general commented that this measure would amount to 
adopting, 20 or 30 years later, the same policies that were pursued in 
Argentina and Uruguay, with such tragic economic and social consequences and 
the ensuing crisis in the democratic political institutions. 


"COPEI would like to make it clear from the outset that the reform of the BCV 
Act represents an effort to limit the autonomy of the Central Bank and to 
expand the bank's cepacity to finance the budget deficit and public sector 
spending. This is an ad hoc proposal designed to cope with budgetary 
difficulties through the artificial means of manufacturing money, while so far 
no economic policy has been defined to effectively reactivate the country's 
productive apparatus." 


He indicated that instead of making more money by stimulating productivity, 
labor, and the performance of the economy, the government is yielding to the 
temptation of making the BCV a tool for solving the problem of the decline in 
fiscal revenues. In his party's opinion, this decline is due not only to the 
drop in oil prices, but also to the errors in the goverment's budget policy, 
which has entailed conscious and deliberate deficit spending. 
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"The government is also trying to deal with the huge balance of payments 
deficit and the reduction in monetary liquidity by issuing unbacked currency, 
and the public should be aware of the serious consequences that such a policy 
would have. History and the example of other countries show that printing 
money with no backing is followed by severe devaluation, and then by galloping 
inflation, with a substantial erosion of the population's reali income. 


Government's “Petty Cash"? 


In another part of his presentation, Fernandez warned that the reform of the 
BCV Act cannot be regarded as simply a technical-financial issue, but is a 
very basic political problem which will have apn impact on the present and 
especially the future of the country. 


"Now that oil is no longer a source of income to finance a policy of 
untrammeled public spending, the government has opted for the most disastrous 
aiternative, inflation. This is not a solution, it is an economic scourge. 
Meanwhile, it has not defined an economic recovery policy to mobilize the 
country's productive resources: rather, it wants to give Venezuela a larger 
dose of the same old medicine that failed yesterday, during the times of 
plenty when petrodollars were in abundant supply. That remedy is even more 
likely to fail now, with money coming from unbacked currency issuances and the 
manipulation of the Central Bank of Venezuela." 


Eduardo Fernandez asserted that the government could show the country how 
serious it is if it accepted his party's recommendations, so that time could 
be taken to engage in the necessary consultations on the matter. 


The Social Christian leader cited an opinion issued by the National Academy of 
Economic Sciences regarding the proposed reform, an opinion which he termed 
very important, given the quality of the observations. 


"The National Academy of Economic Sciences calls attention to the modification 
of Article 54 of the law, which is the one that would have the most 
inflationary consequences. The government's desperate need for money to cover 
the budget deficit, which the administration itself estimates at more than 25 
billion bolivares, cannot be satisfied by expanding the Central Bank's 
capacity to absorb public bonds and to make loans to the government." 


The Social Christian leader also sounded the alarm about another reform, which 
he labeled “extremely dangerous." 


"In this reform, the government is trying to eliminate all the restrictions 
current law imposes on the Central Bank in the sense of prohibiting it from 
engaging in transactions that would reduce the institution to a kind of 
Venezuelan Corporation for Development (CVF) or Industrial Bank, or even a 
Corpomercadeo: in short, a source of ‘petty cash' for the government.” 


When asked about the alternatives COPEI could propose to the administration 
and to Democratic Action to correct these deficiencies, he indicated that 
while his party is willing to help in the search for solutions to the most 
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pressing fiscal problem, "the essential solution is to outline a policy of 
economic recovery." 


As for the ability to remove the president of the BCV, Fernandez stated that 
it would be a grave error, because this official must enjoy great stability, 
given the vital functions he carries out. 


"I would like to see a reform that would allow for the monetary official to be 
selected at the beginning of each administration so that there will be 
consistency between the new government's fiscal policy and the monetary policy 
ot the Central Bank. For this reason, the stability of the Central Bank 
president is as important as that of the general comptroller of the republic 
or the justices of the Supreme Court." 


He noted that it would be even better for the appointment of this high 
official to be subject to congressional approval, as is the case now with 
other high officials who are designated by consensus under the so-called 
Institutional Pact. 

"If the government gives us time, COPEI is willing to submit a document which 
we are preparing, and which we would deliver to the president of the republic. 
Our alert is aimed at calling attention to the danger that the cure might end 
up aggravating the illness." 


FOCOCAM and Work Environment 


In conclusion, Eduardo Fernandez pointed out that in addition to the reform of 
the BCV Act, his party also has comments on the bills for the Exchange 
Compensation Fund and the Accident Prevention and Work Environment Act. 


Regarding the first measure, he contended that it would transfer the private 
foreign debt to the state, which should be subject to mcre discussion and 
analysis. In the second case, the Social Christians believe that the cost to 
business of enforcing such legislation has not yet been calculated accurately 
enough. He explained, however, that they agree in principle with its 
philosophy and intent, but they feel that its provisions could be coordinated 
with those of the bill for the new Organic Labor Law which former President 
Caldera introduced and is now under study. 
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